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The feLlowing BiU was. introduced in lx)fc Sobihaon 26tb Novembe*; 20Q7:— 

Bjll No. 40 OF 2007 


A &iii Jurthe}- io tpnend the Payment of Gfatuity Act, 1472. 

Be it enacted by Paj-bament in the Fifty-eighth Year of the Republic of India 
as follows:— 

1, This Act may be called the Payment of Gratuity (Amendment) Act, 2007^ ^ort thb. 

2« In the Payment of Grituity Act, 1972, in section 2, fbrtilauae (e), the following Anien4iinciu of 
clause shall be substituted, itaniely:— Kcdoa 2. 

'(e) '^enipkayee'' meaiiaiiy person (other Mnan an aippreatice) win bcmplayed. 
foriingea, whettMT the tenn of socta Hnployincatnivesjarias orlmpiledi. In any 
of workf maBiil or otherwise, in or in coBDecdm with the weHt of ifoetory, mifK^ 
oOlield, plantitfoai, p<irt^ raDway oom|»N(y, *ep or oAereaUbBshmen^ to which this 
AcfappUesi but docs :[iot Indmle any such person who hold) a poatiKMlerthe Central 
Govenmeotora Staiie GoveruptuBt iBd is governed by aDyothcrActorby aoy ndea 
providing for pay meiit of gratiily;*. 


J 
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STATEMENT OF OBJECTS AND REASONS 

Tht FaymtriT af Gratuity Att, 1972 (the Act) provides fbr pHyment of gratui^ to 
employees employed in amy eslahlishmenE Taclory, mine, oilTifldi pIsntfUioT, port, railway 
company or shop employing 10 or more worlters, 

I 

2. The Centra] Government had extended the provisions of the Act to tie educational 
institutions employing JO or more persons vkie this Ministry^ Notification Wo. S.O. 1080 
dated 3rd April, 1^7. Thellon'bie Supreme Court in Its judgment dat<d 13th January, 3004> 
in Ahmedabad Private Primacy leaebersAssodalion \>s. Adminitmtive 0(ficer[ATR 2004 
(SC) 1426J held that teachers are not entitled to jgprttjity under (he Act, in view of the fact that 
teachers do not answer description of ''employee" who are "skilled™^ "seimj-slilled'' or 
''unsk il ted''. The Supreme Court observed that non-use of wide Uuiguage simil ir to definition 
of’'employee*' a? i^ contained in section 2(/) of-the Employees' Providtsnt Funds and 
Miscellaneous Provisions Act, 1952, reinforces the conclusion dtbtteachers ^ re not covered 
in that definition. Fata 26 of the said judgment rieads as fdllowst— 

"Our concrusion should nut be misundeistood that teachers althtmgh engaged 
in very noble profession of educating our young generation should no I be given any 
gratuity benetit. There are already in several States separate rules and 

regulations granting gratuity benefits to teachers in educ^iouat insti tutiona which 
are more or less benvficiaJ than the gratuity benefits provided under tl e Act. It is for 
the Legislature to lake cogEii 2 ance of situation of such tcachecff in various 
establishments where gratuity benefits are not available and think of a separate 
legislation for them in Ui is regard. That h the subject nmaer solely of t le Legislature 
to consider and decide.’' 

3 Keeping irt view the observations of the Hon'ble Supreme Court* il |s proposed lo 
widen the ddinition of ''eir:ployee\ in order to extend thebenefitsofgratuiiy tjothe teachers, 
by amending the same. , ; 

4.'l'he Bill snrksiOiJchie^Ef the above ohjeeis. 


New Delefp; 

Thelih S^iember^ 2007 
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FTNANCfAL memorandum 

The Payment of Gratuity Aci, 1972 {the ActJ provider, (hr payment of gratuity to 
employees employed in any i^stablishment, factoiy, mine^ oilfields plantotiorL, pon, raiKv^ 
company or stu^ employ ir^ ten or more wofker^ The Bill arnends the definition of "employee*' 
in section 2(£}of the Act so that teachers shall also be entitled payment of gratuity. 

2. ThciespansJhility fbradmlnistiatjon of the Actve^ mainly in iIk Stale Governments 
and the liability for payment of gratuity vests in the employer. The employees of the Central 
Government and State Governments who are getting gratuity under any other Aet or rules 
are not carvered under the Act. However, as respects teachers employed by institutions 
aided by the Central Govcrrmient^ the liability on emplayers may involve expenditure from 
the Consolidated Fund of India. The exact expenditure to be incurred on this account c^not 
be estimated at this stoge^ 

3. Apart from the abo^, luodrcr expenditure of recurring or non-recurring nanircJbom 
the Consolidated Fund of India is envisaged. 


P.D,t ACHARY 
Secretary- Generai^ 
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